The major corporate collapses and related frauds which occurred in Nigeria and around the world have raised doubts about the credibility of the operating and financial reporting practices of quoted companies in Nigeria. This stirred a number of professional and regulatory organizations to recommend reforms that will improve transparency in financial reporting and thereby increase audit quality and corporate governance practices. Although evidence of corporate governance practices and audit quality exists from developed economies, very scanty studies have been conducted in Nigeria where corporate governance is just evolving. Therefore, this study provides evidence on corporate governance, audit quality, and firm related attributes from a developing country, Nigeria. Logistic regression was used in investigating the questions that were raised in the study. Findings from the study show that ownership by non-executive director has the possibility of increasing the quality of auditing. Evidence also exist that size of the company and business leverage are important factors in audit quality for companies quoted on the Nigerian Stock Exchange. The study suggests that the composition of non-executive directors as members of the board should be sustained and improved upon in order to enhance audit quality.
Introduction
There has been a considerable debate in recent times concerning the need for strong corporate governance (McConomy and Bujaki, 2000) , with countries around the world drawing up guidelines and codes of practice to strengthen governance (Cadbury, 1997 , Corporate Governance Code of Nigeria, 2005 . The rationale for this emphasis can be linked to increased concerns over the integrity of securities markets (International Federation of Accountants-IFAC, 2010; Millstein, 1999) .
Good corporate governance by boards of directors is recognised to influence the quality of financial reporting, which in turn has an important impact on investor confidence (Levitt, 1998 and . Studies have shown that good governance reduces the adverse effects of earnings management as well as the likelihood of creative financial reporting arising from fraud or errors (Beasley, 1996; Dechow, et al., 1996; McMullen, 1996) . Traditionally, the external auditor has also played an important role in improving the credibility of financial information (Mautz and Sharaf, 1961; Wallace, 1980) .
In recent times, a series of well-publicized cases of accounting improprieties in Nigeria (for example, such as is reported in relation to Wema Bank, NAMPAK, Finbank, and Springbank in Nigeria) has captured the attention of investors and regulators alike. The search for mechanisms to ensure reliable, high quality financial reporting has largely focused on the structure of audit quality. The auditing profession has been proactive in attempting to improve audit quality by issuing standards focused on discovery and independence. As a result, there has been a concerted effort to devise ways of enhancing independence (Corporate Governance Code of Nigeria, 2005; Blue Ribbon Committee, 1999) . The profession has also responded to denigrations on audit quality. It emphasised that, by its nature, the inherent limitations of an audit make it impossible to eliminate the risk of audit failure (Ricchiute, 1998; IFAC, 2009 ). The effect of sound governance practices on the quality of financial reporting has recently received attention from researchers, particularly in the United States (McMullen, 1996; Beasley, 1996; Beasley, et al., 2000; Abbott, et al., 2000) . The main focus of these studies is the relation between audit committees and fraudulent financial reporting, with results generally supporting a negative relation between an active audit committee and the likelihood of a company being cited for fraudulent reporting. While these results provide evidence from a strong and sophisticated capital market environment, very little research has been conducted in countries where capital markets are less developed and where governance mechanisms are still evolving. However, sound corporate governance practices are equally, if not more important, in countries that are attempting to gain credibility among global investors. This is particularly so in Nigeria as the country attempts to regain investor confidence following widely reported financial crises.
Statement of the Problem
The weakness of corporate governance is perhaps the most important factor blamed for the corporate failure consequences from the economics and corporate crises. There is much that can be done to improve the integrity of financial reporting through greater accountability, the restoration of resources devoted to audit function, and better corporate governance policies (Saudagaran, 2003) . Concerns have also emerged about reduced audit quality. Economist (2004) noted that there are questions about the independence of the "Big 4" and suggested that concentration is lowering the quality of audits. Therefore, our study extends and contributes to the body of research using Nigerian data to investigate the likely impact of audit quality and governance related attributes. This study is motivated by the interest surrounding the appropriateness of reforms instituted by corporate governance code in Nigeria in response to the corporate failures, global best practice and their implied efficacy in the face of significant implementation and audit quality. We investigate empirically the relationship of attributes in the code in improving financial reporting quality.
Objectives of the Study
This study specifically identified the following objectives:
i.
to examine board composition among the quoted companies Nigeria;
ii. to investigate the structure of board ownership of quoted companies in Nigeria;
iii. to examine institutional ownership of quoted companies in Nigeria;
iv. to identify the structure of the CEO/Chairmanship of quoted companies in Nigeria; and v. to examine the relationship between board composition, ownership, institutional structures, CEO Chairmanship and firm characteristics on audit quality.
Research Questions
The main research problem was broken down into sub-problems stated as research questions, which guided the study. Attempts were made in the course of the research to resolve the following questions which were raised: i.
Does board ownership structure have any relationship with audit quality of quoted companies in Nigeria?
ii.
Does institutional ownership structure affect audit quality of quoted companies in Nigeria?
iii. Is there a relationship between audit quality and each of CEO duality and firm characteristics of quoted companies in Nigeria?
Research Hypotheses
The null hypotheses stated below, were tested in order to provide answers to the research questions mentioned.
Hypothesis 1: There is no significant relationship between board independence and audit quality.
Hypothesis 2: There is no significant relationship between non-executive directors' ownership and audit quality.
Hypothesis 3: There is no significant relationship between executive directors' ownership and audit quality.
Hypothesis 4: There is no correlation between non-financial institutional ownership and audit quality.
Hypothesis 5: There is no significant relationship between financial institutional ownership and audit quality.
Hypothesis 6: CEO duality does not significantly correlate with audit quality.
Hypothesis 7: There is no significant relationship between firm characteristics and audit quality.
Significance of the Study
The importance of auditing can be illustrated under the principal-agent relationship. The demand for external audits is directly related to the fact that it is the directors (the agents) who prepare the financial statements, which is primarily based on cost reasons. Therefore, this study is expected to provide useful insight into improving audit quality. This study contributes to the audit literature as it provides additional empirical evidence on the impact of the size of audit firm (big and non-big) on the level of audit quality. The study also reflects the quality of audit services between "big and non-big" audit firms in Nigeria. This study will be useful to stakeholders in the Nigerian Stock Exchange (NSE) as it provides evidence on the relationship between audit quality and the reform instituted by them in formulating the Code of Corporate Governance for listed companies in Nigeria.
Scope of the Study
This study is premised on the appraisal of audit quality in Nigeria. Therefore, data on corporate organisations in Nigeria were sought in providing answers to the problems and questions that have been raised in this research work. The study focuses companies quoted on the floor of the Nigerian Stock Exchange (NSE).
The remainder of this paper is organised as follows: Section II discusses the relevant literature including audit quality, audit committee and corporate governance, board structure, ownership structure, and CEO duality and audit quality. The methodology adopted to lend empirical weight to the findings was outlined in Section III. Section IV provides the results while Section V concludes the paper.
Literature Review

Overview of Audit Quality
The various changes in accounting, financial reporting and auditing were all designed to provide protection to investors. This is being achieved by imposing a duty of accountability upon the managers of a company (Crowther and Jatana, 2005) . In essence, auditing is used to provide the needed assurance for investors when relying on audited financial statements. More precisely, the role of auditing is to reduce information asymmetry on accounting numbers, and to minimize the residual loss resulting from managers' opportunism in financial reporting. Effective and perceived qualities (usually designated as apparent quality) are necessary for auditing to produce beneficial effects as a monitoring device. The perceived audit quality by financial statements users is at least as important as the effective audit quality. Conceptually, DeAngelo (1981) defined audit quality as the market-assessed joint probability that the auditor discovers an anomaly in the financial statements, and reveals it. Agency theory recognizes auditing as one of the main monitoring mechanisms to regulate conflicts of interest and cut agency costs. Therefore, assuming a contracting equilibrium in the monitoring policy, a change in the intensity of agency conflicts should similarly involve a change in the acceptable quality of auditing.
Audit Committee and Corporate Governance
Literature suggests that a valuable audit committee should play an important role in strengthening the financial controls of a business entity (Collier, 1993; English, 1994; Vinten and Lee, 1993) . A number of studies have found that companies with an audit committee, particularly when that committee is active and independent, are less likely to experience fraud (Beasley, et al., 2000; Abbott, et al., 2000; McMullen, 1996) and other reporting irregularities (McMullen, 1996; McMullen and Raghunandan, 1996) . Findings also suggest that audit committees are effective in reducing the occurrence of earnings management that may result in misleading financial statements (Defond and Jiambalvo, 1991; Dechow, et al., 1996; Peasnell, et al., 2000) .
Audit committee is also expected to enhance the effectiveness of both internal and external auditors (Simnett, et al., 1993) . However, Cohen, et al. (2000) report that a number of audit practitioners involved in exploratory interviews expressed concern over the effectiveness of audit committees, with some partners suggesting that audit committees are not powerful enough to resolve conflicts with management. It is generally agreed that, for an audit committee to be effective, a majority, if not all members, should be independent (Cadbury, 1992) and they should have an understanding of accounting, auditing and control issues (Cohen, et al., 2000; Goodwin and Seow, 2000; Hughes, 1999; Lear, 1998) . Literature also linked audit quality with the boards of directors, and the audit committees of boards of directors. This shows that audit quality is positively related to boards and audit committees when they are more independent (that is, higher number of outside directors). Carcello and Neal (2000) show that auditors are more likely to issue going concern reports in the presence of more independent boards and are less likely to be fired by the company following the issuance of a going concern audit report.
Board Structure and Audit Quality
The linkage between the board and the quality of audit services performed may be formal or informal. In terms of formal linkage, the board of directors typically collaborates with management in selecting the external auditor, often subject to shareholder ratification. Since the auditor is to look to the board as its client, it is reasonable to expect the board to review the overall planned audit scope and proposed audit fee (Blue Ribbon Committee 1999; Public Oversight Board 1994) . The board also may influence audit quality through informal means. The board's commitment to vigilant oversight may signal to management and the auditor that the expectations placed on the audit firm are very high. If the auditor understands that the client (that is, the board) is particularly of high quality and demanding, the auditor may perform a higher-quality audit so as not to disappoint the client and jeopardize the relationship. Given the board's oversight of the financial reporting and audit processes, as well as prior literature linking certain board characteristics to adverse financial reporting outcomes (Beasley, 1996; Dechow, et al. 1996) , this current study explores the link between board characteristics and audit quality in Nigeria. Fama and Jensen (1983) have theorized that the board of directors is the best control mechanism to monitor actions of management. The study explored board independence based on the agency theory. Studies of O'Sullivan (2000) and Salleh, et al. (2006) found that the proportion of non-executive directors had a significant positive impact on audit quality. They suggested that non-executive directors encouraged more intensive audits as a complement to their own monitoring role while the reduction in agency costs expected through significant managerial ownership resulted in a reduced need for intensive auditing.
Ownership Structure and Audit Quality
The relationship between outside shareholders and managers is marked by moral hazard and opportunism, which result from information asymmetry. The social role of financial reporting increases with the separation of ownership and control (Wan, et al. 2008) . Indeed, accounting numbers are essential indicators to assess managers' performance. However, the discretionary power of managers over the accounting policy being important in firms with diffused ownership, their propensity to manipulate the outputs of the accounting process is higher. In contrast to the directors' ownership, an institutional ownership is an investment from a group of outside investors or investment from a certain institution. The percentage of ownership from institution is normally higher than individual investor. It is assumed that institutional investors have more influence than other individual investors. With the high portion of ownership, institutional ownership has the importance of monitoring role in the process auditing. It is rational that institutional investors demand high quality information from the company. Kane and Velury (2002) observed that the greater the level of institutional ownership, the more likely it is that a firm purchases audit services from large audit firm in order to ensure high audit quality.
For the purpose of the current study, institutional ownership can be separated into two main categories which are financial institutional and non-financial institutional ownership. The main difference between both groups is related to core business of investor. The core business of financial institutions is investment but not for non-financial institutions. However, both institutions are expected not to have different influence on audit quality. Mitra, et al. (2007) found that diffused institutional ownership was significantly and positively related to audit fees. The study linked their finding to either institutional investor demand for the purchase of high quality audit services as safeguard against fraudulent financial reporting or firms' endeavour to purchase high quality audits to attract institutional investment in common stock. It is expected that the portion of institutional ownership will have impact on audit quality of the company.
CEO Duality and Audit Quality
This study also intended to discover the relationship between the CEO duality and audit quality. The CEO duality refers to non-separation of roles between Chief Executive Officer (CEO) and the Chairman of the board. In the normal situation, boards with CEO duality are perceived ineffective because a conflict of interest may arise. This is often attributed to the nature of family owned business in developing countries. Yemark (1996) posits that large companies that have separate persons for both functions normally trade at higher price and have higher return on assets and cost efficiency ratios (Pi and Timme, 1993) .
Methodology
This study is an explanatory study. Saunders et al., (2007) stated that studies that establish causal relationships between variables may be termed explanatory studies. They emphasized that this has to do with studying a situation or a problem in order to explain the relationships between variables. This research strategy was considered necessary because of its ability to view comprehensively and in detail the major questions raised in the study. Since this study is on audit quality of quoted companies in Nigeria, population of the study is made up of companies listed on the floor of the Nigerian Stock Exchange (NSE). A sample consisting of companies listed on the NSE was considered a good representation of quoted companies in Nigeria since the ultimate test of a sample design is how well it represents the characteristics of the population it purports to represent (Emory & Cooper, 2003) . A sample of fifty-eight (58) audited financial reports of quoted companies for the period 2007 year-end was used. Therefore, respondents cut across public limited companies that were listed on the floor of the NSE.
The data collected were analysed using both descriptive and inferential statistics. The descriptive method described information relating to audit firm (categorised into big 4 and non-big 4) and CEO duality. The study used frequency count, mean, standard deviation, minimum and maximum values of variables. Information relating to the composition of outside director members of board, audit committee composition, board ownership, CEO duality and firm characteristics (which are, company size, business complexity, institutional ownership and leverage) were collected from company annual reports.
Dependent and Independent Variables
Independent variables of the study were audit committee, CEO duality, business complexity, leverage, executive directors' ownership, non-executive directors' ownership, financial institution ownership, non-financial institution ownership and board independence. The dependent variable was audit quality which was measured by size of audit firm (big and non-big).
Conceptual Underpinnings of the Linear Probability Model
The hypotheses formulated for this study were tested with the use of logistic regression. This was used to examine the relationship between dependent and independent variables. According to Field (2000) , logistic regression is multiple regression but with an outcome variable that is a categorical dichotomy and predictor variables that are continuous or categorical. The logistic regression for this study takes the form: AUDITQUAL = β 0 + β 1 BODINDEP + β 2 EDOWN + β 3 NEDOWN + β 4 FINOWN + β 5 NFINOWN + β 6 LEVERAGE + ……….
(1) β 7 COMPLEXITY + β 8 SIZE + β 9 CEOSHIP + ε
Definition of Variables
The dependent variable is audit quality. This variable is dichotomous in nature. Size of audit firm (big 4 and non-big 4) was used as proxy for audit quality. Audit quality was set equal to one (1) if the information obtained from companies audited reports show that it is audited by one of the "big 4" audit firms (KPMG; Ernst and Young; Akintola Williams Delloitte; PWC), otherwise zero (0). This operationalization follows the approach used in Kane and Velury (2002) where big audit firms are assumed to have quality audit services than other smaller audit firms.
The choice of the independent variables was informed by previous studies (Beasley and Petroni, 2001; Carcello, et al., 2002; Salleh, et al., 2006; Wan, et al., 2008 and Mitra, et.al., 2007) . Board independence (BODINDEP) was measured through the composition of non-executives in the board of directors in form of percentage. The non-executive directors' ownership (NEDOWN) and executive directors' ownership (EDOWN) were based on percentage of share owned in relation to the issued capital of the company. Furthermore, financial institution (FINOWN) and non-financial institution ownership (NFINOWN) were measured using percentage of shares owned in relation to the issued capital of the company. The variable of CEO duality (CEOSHIP) was a dichotomous variable that operated as one (1) if the position of Chairman and Chief Executive Officer is occupied by same person and zero (0) if otherwise. The inclusion of other variables like size of the company (SIZE), business complexity (COMPLEXITY) and leverage of the company (LEVERAGE) was based on the findings of Kane and Velury (2002) & Wan et al. (2008) . The studies noted that these variables have significant relationships with audit quality. The size of the company was measured by total asset owned by each of the companies while business complexity was measured by the summation of total accounts receivable and total inventory divided by total asset. Furthermore, leverage was measured by total debts divided by total assets. Upon improvements of the logistic regression (equation i), it was observed that audit committee independence has collinearity problem while tests for outliers suggested the removal of some variables which then led to the final model as given below: AUDITQUAL=β 0 +β 1 NEDOWN+β 4 FINOWN+β 6 LEVERAGE+β 8 SIZE + ε ……… (2)
Data Analysis and Presentation of Results
This section of the study is devoted to presenting the results of the analysis performed on the data collected to test the propositions made in the study and answer the research questions. Analyses were carried out with the aid of the Statistical Package for Social Sciences, (SPSS Version 15.0). Table 4 .1 shows that seventy-four percent (74%) of companies sampled are audited by the big 4 audit firms while Table 4 .2 also shows that ninety five percent (95%) of the companies sampled have separate people occupying the position of Chairman and CEO. Table 4 .3 provides the mean, median, minimum, maximum and standard deviation of the variables in the study.
Analysis of Logistic Regression
The analysis of logistic regression was done to test the hypotheses proposed for this study. The test of multicollinearity was done before analysing the logistic regression model. Audit committee independence (AUDINDEP) was found to have multicollinearity problem, hence, it was not included in subsequent analysis. Field (2000) noted that this test is necessary because multicollinearity can affect the parameters of a regression model. The tolerance value and VIF value appeared normal with values ranging between 0.555 and 0.883 for collinearity tolerance and 1.133 and 1.802 for collinearity VIF. Menard (1955) suggested that a tolerance value less than 0.1 almost certainly indicates a serious collinearity problem. It was noted that tolerance values are higher than 0.1. Furthermore, Myers (1990) also suggested that a VIF value greater than 10 calls for concern, however, in the current study, the VIF values are less than 10.
The regression carried out suggests that the model correctly classifies 74.1% of the companies surveyed (Table  4 .4). The computed constant (β 0 ) value of the model is equal to 1.053. There are indications from The study also suggests from Table 4 .5 that BODINDEP, FINOWN, NFINOWN and CEOSHIP have no significant correlation with audit quality although there is a positive correlation in all of them except CEOSHIP. However, governance variable such as NEDOWN and EDOWN have significant correlation with audit quality. This is evident with p-value <0.05 in both variables.
Results from variables representing firm characteristics such as SIZE and LEVERAGE have positive relationship with audit quality. While this relationship is significant for SIZE at p-value of 0.004 it is only significant at 0.10 level for LEVERAGE with a p-value of 0.80. Therefore it can be inferred that there is a significant positive relationship between the size of a company and the choice of auditor or the level of audit quality of the firm. Hence, other firm characteristics like business leverage and business complexity are not significant at 0.05 level. For example, the findings suggest that there is a negative relationship between audit quality and business complexity and institutional ownership, though not really a significant relationship.
Conclusion
The aim of this research was to empirically examine the effective components of corporate governance in Nigerian quoted companies and its relationship with audit quality. In achieving this aim, the study obtained data on variables which were believed to have relationship with audit quality. These variables included COMPLEXITY, SIZE, LEVERAGE, BODINDEP, NEDOWN, EDOWN, FINOWN, NFINOWN and CEOSHIP. On the basis of these variables, hypotheses were postulated.
Results from the study indicate that non-executive directors' ownership, SIZE and LEVERAGE significantly have relationship with audit quality. However, all the other variables that were not found to have significant relationship still had correlation with audit quality at certain levels (Table 4 .7). Therefore, this study recommends that the composition of non-executive directors as members of the board should be sustained and improved upon. Furthermore, this study may be improved upon by including more variables that may affect audit quality. 
